New Evidence from Linked Employer–Employee Data by Fakih, Ali
Vacation Leave, Work Hours, and Wages: New
Evidence from Linked Employer–Employee Data
Ali Fakih1,2,3
Abstract. This paper provides new evidence on the determinants of vacation leave and its relationship
to hours worked and hourly wages by examining the case of Canada. Previous studies from the USA,
using individual-level data, have revealed that annual work hours fall by around 53 hours for each
additional week of vacation used. Exploiting a linked employer–employee dataset that allows to control
for detailed observed demographic, job, and firm characteristics, we find instead that annual hours of
work fall by only 29 hours for each additional week of vacation used. Our findings support the
hypothesis that pressure at work may lead employees to use more vacation days but also causes them to
work for longer hours.
1. Introduction
Paid vacation leave have been introduced in workplaces either by government decree or by
private employers’ initiatives since the 1940s in a number of advanced economies to improve
working conditions. However, the implications of this measure on workers have not been
analysed in the context of the employee–employer relationship.
This paper builds on the relatively few existing studies on vacation leave and its relationship
to hours worked and wages using instead linked employee–employer data from Canada. One
of the few attempts to study paid vacation leave’s implications on workers was made by
Altonji and Usui (2007) who provided sets of facts about vacation leave using individual-level
data from the USA. Three key questions are asked in this paper: What are the determinants
of paid vacation offered and vacation used?1 How are work hours related to vacation leave?
What is the relationship between wages and vacation leave? These questions gain importance
because vacation leave involves wider decisions in the labor market, i.e. a firm’s decision
regarding fringe benefits offering and a worker’s decision whether to choose a job with a
particular combination of wage-hours-vacations (Rebitzer and Taylor, 1995; Senesky, 2004).
Moreover, analysing the wage-hours-vacations profile is important because a decision to work
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or to take paid leave may contribute to the ongoing debate in explaining the differences in
labor supply preferences across economies (e.g. Alesina et al., 2005; Prescott, 2004).
Regarding the first question, it is interesting to examine the determinants of vacation leave
in the light of Canadian data, because on the one hand, Canadian labor legislation regarding
paid vacation is distinctive: it is less generous than in Europe (a minimum of 4 weeks per year)
but more advantageous than the American legislation (the USA is the only advanced economy
where the employer is under no obligation to grant vacation leaves to his employees). In
Canada, provincial labor legislation requires a minimum of 2 weeks of paid vacation per year.2
On the other hand, there is a similarity in the use of paid vacation between Canada, USA, and
Europe (see Table 1). Examining the factors that determine the amount of paid vacation
offered and vacation used would provide information and directions to policy makers to
develop relevant strategies aiming to improve working environments. This is because longer
paid vacation leave may be reflected in a reduction in a firm’s production and competition
levels (Green, 1997).
The relationship between vacation leave and hours worked reflects the way the latter are
determined in the labor market. Altonji and Oldham (2003) argue that paid vacation is an
important factor in explaining variations in the gross domestic product per capita due to their
impact on the number of annual working hours. They find that an additional week of legal
minimum entitlements reduces the number of annual working hours by approximately 26.8
hours over the period 1979–99. Controlling for the year and for the country, they find a
stronger effect, i.e. an annual reduction of approximately 51.9 hours worked for each addi-
tional week of paid vacation. They argue that the difference between the USA and Europe in
annual hours per worker is explained by the transatlantic difference in the paid vacation laws.
These results reflect the role of vacation laws, among other factors, in explaining the overall
difference in annual hours between countries. In this context, a negative relationship between
working hours and paid vacation is expected because vacation regulations can be a constraint
for employees in their choice of working hours. By the same token, it is also expected that
working hours are negatively related to vacation used. Bell and Freeman (2001) note that
workers may choose to work longer hours to improve their promotion and employment
position in the future, leading to increased work-related pressure. They argue that workers
who choose to work longer hours are not necessarily looking to have less leisure time, but
indeed they are comparing the benefits of increasing hours worked with the cost of this change.
This may lead workers to desire to use more their paid vacation (Wooden and Warren, 2008).
These authors note that, on the one hand, long working hours should increase the need and
Table 1. Stylized facts on paid vacation leave in North
America and Europe
Country Unused paid vacation Minimum annual leave
Canada 2 days 2 weeks
USA 3 0
UK 3 4
Germany 2 4
Sources: Statistics on the number of unused vacation leave are taken from the
Workplace and Employee Survey (WES) (2005) for Canada, Ray
et al.’s (2013) report for the USA, Saborowski et al.’s (2005) paper
for UK and Germany. Numbers of minimum annual leave are taken
from Ray et al. (2013).
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desire to use all one’s vacation time, and on the other hand, long working hours are an
obstacle to workers taking their leave entitlements. The association between paid vacation and
hours worked may shed new light on the underlying determinants of the length of working
time in Canada.
Finally, vacation leave is considered an important component of fringe benefits packages
and is normally specified in the employment contract. The literature on the link between the
provision of ‘family–friendly’ fringe benefits and wages presumes that obtaining more benefits
could be an indicator of a higher wage (e.g. Gariety and Shaffer, 2001; Johnson and Provan,
1995). This would lead us to presume that getting more paid vacation is an indicator of a
higher salary. The expected positive vacations–wages link is consistent with job search models
(e.g. Hwang et al., 1998; Lang and Majumdar, 2004). According to those models, firms’
heterogeneity in matching value implies that some firms will propose a combination of high
wage and paid vacation that best balances the firms’ and workers’ preferences. The relation-
ship between paid vacation and wages may guide firms in their decision to attract employees
with an adequate fringe benefits policy.
In this paper, we revisit the determinants of vacation leave and its relationship to hours
worked and wages by investigating the case of Canada. Given that causality is difficult to
establish on the relationship between paid vacation leave, hours worked, and wages, we focus
on testing the hypotheses derived on the correlation between vacation leave and hours
worked, vacations and wages, and on the determinants of vacation leave.3 Our paper is
conceptually similar to Altonji and Usui’s (2007) examination, but we investigate and under-
line the differences when examining the Canadian case. Thus, our estimation strategy will be
unchanged to provide a comparison between our results and those found in Altonji and Usui’s
(2007) paper. However, our study uses a richer linked longitudinal employee–employer
dataset, the Workplace and Employee Survey (WES) 1999–2005 provided by Statistics
Canada. WES is a nationally representative sample containing detailed information on
employees and workplaces in private sector. The use of the WES data is relevant because it
allows controlling for more worker characteristics and, more importantly, it provides better
information regarding job and firm characteristics versus individual-level panel data as in
Altonji and Usui (2007). In addition, it provides a more precise measure of days of vacation
leave where each worker was asked to provide the number of days of paid vacation leave
offered and used in his/her current job. Indeed, previous studies on vacation leave are based,
in general, on surveys collecting information on households that may include jobless respon-
dents. This may increase errors in measuring the number of vacation days, as opposed to
employee surveys, in which all respondents have a job. It is more likely that an employee will
report the real number of vacation days.
Our main results can be summarized as follows. First, job and firm-related factors seem to
play more important roles than sociodemographic characteristics in determining the amount
of paid vacation and vacation used. Second, using Altonji and Usui’s (2007) specification, we
find that the use of vacation leave is associated with a decrease in annual hours worked by
more than a week of work in line with the US evidence reported by these authors. Interest-
ingly, when we extend the Altonji and Usui’s (2007) model by adding a rich array of observ-
able job and firm characteristics, this number drops to only 29 hours. That is, reporting an
extra week of vacation used translates into less than one to one reduction in weeks worked.
Third, our findings lend credence to Altonji and Usui’s (2007) results that hourly wage is
positively correlated to paid vacation and vacation used.
The remainder of the paper is organized as follows. Section 2 overviews the related literature
and derives the hypotheses. Section 3 presents the data used along with the descriptive
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statistics. The estimated results are discussed in Section 4. Finally, we conclude briefly in
Section 5.
2. Related literature and research background
This section discusses the relevant literature on variables that are included as determinants
of paid vacation and vacation used.
2.1 Demographic characteristics
In one of the early studies on vacation leave, Buckley (1989) analyses the determinants of
paid vacation in various areas of the USA. He uses data from the Area Wage Survey of the US
Bureau of Labor Statistics from 1983 to 1986. He finds that workers who benefit from more
paid vacation time than the country’s average live in areas with higher-than-average salaries.
For blue collar workers, there is more paid vacation time in regions with large firms and in
regions with highly unionized workers and substantial manufacturing activity. For example,
in Detroit, workers benefit from approximately 20 per cent more paid vacation time. By
contrast, in San Antonio, an area with a lower rate of unionization, less manufacturing
activity, and smaller firms, paid vacation time is less than the average.
Maume (2006) studies the determinants of vacation leave for men and women in the USA.
The data are taken from the National Study of the Changing Workforce for the year 1992.
Controlling for family and employment characteristics, he finds that women are more likely to
use their vacation days than men. A possible explanation is that women attach more impor-
tance to family life (e.g. women are often responsible for child-rearing and child care), whereas
men are mainly interested in their work environment. Thus, the fact that women use more
vacation time than men may affect their career progression. We expect that women are more
likely to use paid vacation. Even though men and women participate more equally in the
domestic activities (Marshall, 2006; Sayer, 2005), there is evidence that working women
continue to support the majority of domestic chores in addition to their work responsibilities
(see for example the US case in Bianchi et al., 2000, or the case of Canada in Marshall, 2006),
and they are more likely to perceive greater work–family conflict. Thus, they have higher
demand for family–friendly work practices such as leave policies (Heywood et al., 2007).
In a more detailed study, Altonji and Usui (2007) examine the relationship between vaca-
tion leave and certain demographic and workplace characteristics in the USA. They use the
Panel Study of Income Dynamics from 1975 to 1991. They find that paid vacation and
vacation used are longer for women, married people, civil servants, and unionized employees
but shorter for black workers. Indeed, demographic characteristics, such as marital status,
single-parent families, and the presence of children under 18 years are among significant
factors that are expected to exhibit greater work–family conflict (Banerjee and Perrucci, 2012;
Bardoel et al., 1999; Budd and Mumford, 2006) and may be strongly correlated with the use
of paid vacation. For example, having school-aged children puts more pressure on working
parents who have to invest both time and money in their children’s education and health care
(Becker and Tomes, 1986). As parents’ time is scarce, this may affect the distribution of
working time, and we might expect that the presence of children may increase the use of
vacation leave. However, this assumption was not supported by Maume (2006), who finds that
overall vacation leave used is not mainly derived from familial characteristics but rather from
work-related characteristics.
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There are some signs that racial and ethnic inequality in nonwage benefits and earnings exits
in the labor market. For example, Solberg and Laughlin (1995) find evidence that white men
are more likely to receive fringe benefits than black men. Chowhan et al. (2012) use Statistics
Canada’s 2005 WES dataset and find that immigrant employees arrived to Canada between
1996 and 2005 are more likely to receive lower pay and benefits satisfaction than Canadian-
born employees. By the same token, Fang and Heywood (2010) use the WES dataset and find
that ethnic minorities have lower earnings than nonminorities in the time rate sector; however,
these two groups receive similar earnings in the output pay sector. Taken together, we expect
that immigrants and visible minority workers may receive less paid vacation. It is also
expected that these groups may use less of their vacation time (Maume, 2006) as a visible sign
of efforts and loyalty toward their employer, especially when these workers face problems
related to skills recognition and job experience (Fang et al., 2009).
Another factor that has been shown to influence the use of vacation leave in previous studies
is the level of human capital accumulation, which is measured as in the literature by seniority,
labor market experience, and education. Seniority demonstrates the employee’s stability with
the employer, and vacation days, which are considered a work benefit, are expected to increase
with seniority (Altonji and Usui, 2007; Maume, 2006). Additionally, educational attainment
has a positive influence on paid vacation offered and used (Altonji and Usui, 2007; Maume,
2006). In other words, workers who have accumulated more years of education enjoy more
paid vacation time. The theory of human capital predicts that the level of education is
inversely proportional to the time allotted to household tasks (Becker, 1985). Ohtake (2003),
who compares the impact of the costs of job loss on the amount of vacation used in the
presence and absence of unions, argues that when higher educated workers have steeper
wage–tenure profiles, such workers are more likely to be confronted with a reduction in the
vacation time used. Hence, the costs of job loss due to a steep wage–tenure profile will be
greater in this case.
2.2 Job and firm characteristics
Job and firm characteristics also seem to play a role in examining variations in paid vacation
leave offered and used. Maume (2006) argues that successful people, for example those who
have higher pay and are supervisors, earn more vacation time. He shows that variables with
the greatest effects on paid vacation are hourly wage, if the respondent is a supervisor, firm
size, government employment, and union membership. Previous studies find a positive and
significant relationship between unionization and paid vacation in the USA (Green and
Potepan, 1988; Maume, 2006). This accords with Green (1997), who uses data from UK
and finds that the presence of unions are positively correlated with paid vacation. He finds that
union members enjoy an extra of 5.5 days than nonunion members. This evidence suggests
that unions were more successful in securing more paid vacation leave for their workers where
unions can support workers in legal proceedings (Ohtake, 2003). Reitz and Verma (2004) note
that although Canadian unions are still not secure as in some countries in Europe, the presence
of unions was considerably better than in the USA, France, and many other countries over the
past 25 years. Thus, we anticipate that, all else equal, the presence of a union in a firm increases
the probability of having more paid vacation leave, where workers tend to negotiate more
formalized collective bargaining agreement benefits (Verma, 2007).
Parts of the literature on the provision of family–friendly fringe benefits, such as leave
policies, suggest that managers and supervisors are more likely to receive such policies (e.g.
Gray and Tudball, 2003). This may suggest that any positive association between being a
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supervisor and paid vacation leave would be evidence that workers with more authority and
responsibilities enjoy additional fringe benefits (Lowen and Sicilian, 2008). At the same time,
we assume that if an employee has a supervisory function, he/she would have less used
vacation leave. The supervisor is often overburdened by responsibilities; this may lead him/her
to spend more time at work as means for more work commitment (Maume, 2006). By the same
token, being promoted involves new work responsibilities and is often associated with sub-
stantial wage increases (Kosteas, 2009; Pergamit and Veum, 1999). Lazear and Rosen (1981)
consider job promotion as a tournament, and the winner will receive higher salary and more
fringe benefits associated with higher position in the firm. Pergamit and Veum (1999) find that
job promotion is positively correlated with a number of nonwage benefits. Kosteas (2011)
argues that firms can use promotion to reward its highly productive workers in addition to
more fringe benefits. If so, we might expect job promotion to be positively related to paid
vacation.
When considering the determinants of paid vacation offered and used, many of the predic-
tors found in the nonstandard work and ‘flexible’ work arrangements literature (such as part
time, work done at home, compressed work week, etc.) may be relevant. To the best of our
knowledge, none of these variables have been examined in the existing literature on vacation
leave. For instance, there is evidence that employees who work according to flextime arrange-
ment are less stressed by time constraints (Marshall, 2006). Flextime arrangements are increas-
ingly popular because they allow employees to adjust their working time according to their
family obligations (Evans, 2002). The Canadian WES dataset provides the opportunity to
examine the role of such arrangements. Thus, in addition to the standard demographic and
work characteristics used in the literature on vacation leave, we take advantage of this
national dataset and include work schedules predictors.
Golden (2001) finds evidence that worker may trade off flexibility with longer working
hours, suggesting that workers may sacrifice leisure time in order to get flexibility in their
time spent at work. He notes that employers implement flexibility to achieve greater orga-
nizational commitment that may lead worker to accept long working hours. He concludes
that the higher the preferences for flexible work time, the higher the probability to forgo
leisure time. Eldridge and Pabilonia (2007) examine whether the number of hours worked in
the USA is underestimated and increasing over time due to work at home arrangement. They
find that workers who report having done work at home have longer working time than their
colleagues who work only in the firm. Golden (2005) studies the relationship between the
duration of hours worked and scheduling using the Current Population Survey. He finds that
working 50 or more hours increases the probability of having flexible work arrangement
compared with those who work less hours. He argues that workers, who are attracted by
more flexibility in the workplace, might lead them to work longer hours. Zeytinoglu and
Cooke (2005) use the WES dataset to study the relationships between nonstandard arrange-
ment and nonwage benefits in Canada. They find that regular part-time workers are less
covered by fringe benefits, suggesting that some workers are trapped in nonstandard jobs
that lack a full range of good working conditions. More recently, Zeytinoglu et al. (2009)
also use the WES dataset to examine whether flexibility in Canada was introduced by
employers for business reasons or to support workers in the work–life reconciliation. They
find that job and firm variables are more significant determinants than worker characteristics
to affect flexible work schedules, suggesting that firms create such work arrangements for
business reasons and not for worker interest. Taken together, we predict that workers with
flexible work arrangements may use less their paid vacation days perhaps because of more
difficulty in organizing their leisure time.
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3. Data
We use data from the WES conducted annually by Statistics Canada from 1999 to 2005.4
WES is both longitudinal and linked in that it documents the characteristics of workers and
workplaces over time. The survey covers approximately 6,500 workplaces in sectors of activ-
ity, and links changes affecting employees (salaries, work stability, training, etc.) with changes
in the firm (human resources management practices, innovation, use of technology, etc.). It
should be noted that this survey does not cover firms located in the Yukon, the Northwest
Territories, or Nunavut, livestock production, fisheries, hunting, or trapping. Additionally,
our paper makes inference on the private sector only because the WES dataset does not
provide information on the public sector.
The target population for the workplace component of the survey is defined as the collection
of all Canadian establishments who paid employees in March of the year of the survey. Those
establishments are followed over time with the periodic addition of samples of new locations
to maintain a representative sample. For the employee component, the target population is the
collection of employees working or on paid leave in the workplace target population. It covers
approximately 24,000 employees sampled from lists provided by the selected workplaces. For
every workplace, a maximum number of 24 employees are selected and for establishments
with less than four employees, all employees are sampled.
The WES selects new employees and workplaces in odd years. The WES is therefore
representative of employees only for the resampling years (1999, 2001, 2003, and 2005). The
survey consists of a follow-up of the initial sample chosen in 1999, to which Statistics Canada
adds a sample of new firms every 2 years. The initial sample comprises 23,540 employees in
1999, 20,167 (85.6 per cent) of whom are also present in 2000. In 2001, 20,352 employees were
resampled, and 16,813 (82.6 per cent) of them were contacted again in 2002. In 2003, 20,834
employees were resampled, and 16,804 (80.6 per cent) of them were contacted again in 2004.
Finally, 24,197 employees were resampled in the last year of survey. Our final sample com-
prises 131,883 observations after excluding observations with missing values for some
covariates.
The WES dataset contains a rich set of variables describing both worker and firm charac-
teristics. Our measure of paid vacation leave is captured through the number of weeks of
vacation entitled and the number of weeks of vacation used as in Altonji and Usui (2007). We
use detailed explanatory variables on standard demographic and work-related factors
included in Altonji and Usui (2007) and Maume (2006). Regarding worker characteristics, the
following variables are constructed as dummies: gender (female = 1), marital status
(married = 1), presence of children under 18 (yes = 1), if the worker is from the Black, Filipino,
Chinese, South/East/West Asia, North Africa categories with category ‘White’ as the reference
group, immigrant (if the worker is immigrant = 1). Age is defined in years. Seniority (length of
a worker’s employment within a firm) is measured in years. Experience (number of years of
full-time work) is also measured in years. The WES only lists degrees held by each worker.
Accordingly, we use this information to assess the role of education. We construct four
dummies for education each coded as yes = 1. We include the following dummies: vocational
diploma or some college, completed college or some university, bachelor or higher education
completed, and industrial training or other. Working less than 30 hours per week is considered
part-time work. Work arrangements dummies are defined as follows: flextime (varying arrival
and departure time), reduced work week (following a special agreement with the employer),
compressed week (working more hours in a day to reduce the number of working days per
week), and work at home. Job promotion is a dummy variable equal to one if the worker
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obtained a promotion since he/she started working for this employer. Supervisor is also a
dummy variable equal to one if the worker supervises the work of other workers. Unionization
is equal to one if the worker is a member of a union or covered by a collective bargaining
agreement. Firm size is constructed from four dummies: small (less than 20 employees);
medium (20–99); large (100–499); and very large (500 employees or more).
3.1 Sample characteristics
Figure 1 presents the distribution of paid and used vacation weeks for men in 2005. We find
that 12.2 per cent of men report no week of paid vacation,5 only 2.6 per cent report 1 week,
21.5 per cent report 2 weeks, 43 per cent report 3 weeks, 11.5 per cent report 4 weeks, 7.5
per cent report 5 weeks, and 1.5 per cent report 6 weeks or more. The distribution of used
vacation weeks is similar to that of paid vacation weeks. Although a large percentage of
employees had 3 weeks of paid vacation, the majority reported using less than 3 weeks per
year. Figure 2 reveals that the distribution of women’s paid and used vacations are similar to
men’s distribution. These figures correspond to Figures 1 and 2 in Altonji and Usui (2007).
Interestingly, we find that the results presented in Figures 1 and 2 differ between Canada and
the USA. Altonji and Usui (2007) find that 10.7 per cent of men reported no paid vacation,
and 11.9 per cent reported 1 week of paid vacation. Taken together, these observations show
that 22.6 per cent of American workers report having no paid vacation or 1 week of paid
Figure 1. Distribution of vacation weeks for men in 2005
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Figure 2. Distribution of vacation weeks for women in 2005
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vacation, while the corresponding number for their Canadian counterparts is only 14.8
per cent. By the same token, their results show that 23.7 per cent of American workers have
an amount of paid vacation that falls in the categories of 4 weeks (14.1 per cent), 5 weeks (6.4
per cent), and 6 or more weeks of paid vacation (3.2 per cent), while the corresponding
number of Canadian workers is 20.5 per cent. These differences in the distribution of vacation
weeks could be explained by the fact that the USA is the only advanced country that does not
legally require employers to provide annual paid leave, while a minimum of 2 weeks paid
vacation is mandated in Canada. Accordingly, the amount of paid vacation offered is left to
each employer’s discretion who may offer fewer paid vacation days to a large number of
workers.6 As a matter of fact, laws mandating a minimum number of paid vacations may have
more benefits to employees, and they had an important role in the spread of vacation time
(Altonji and Oldham, 2003).
Figure 3 shows the distribution of used vacation weeks less paid vacation weeks according
to gender. The difference is zero for 56.8 per cent of men and 58.2 per cent of women.
Comparing this figure to the corresponding figure in Altonji and Usui (2007) shows that in
both Canada and the USA, almost half of the people report a zero difference between used
vacation and paid vacation. Specifically, the difference was zero for 51.7 per cent of men and
46.2 per cent of women in the USA. However, there is one noticeable difference between the
two countries. We observe that the Canadian distribution is negatively skewed, i.e. the amount
of paid vacation exceeds the amount of used vacation, while in the USA, those who report that
the difference between used vacation and paid vacation is not equal to zero are evenly divided
between those who report positive and negative differences.7 This difference between Canada
and the USA may suggest that failing to mandate a minimum of paid vacation may result in
an equilibrium in which work hours are too long and vacation time too short, leading some
workers to take less vacation than they were entitled as in the case of the USA (Altonji and
Oldham, 2003). However, if the opportunity costs of taking vacations are reduced, some other
workers may want to take more time off (Li, 2009).
Table 2 presents the descriptive statistics of the variables used in the analysis. We observe
that 52.1 per cent of employees are females and that 56.6 per cent are married in 1999.
Large visible minority employees, e.g. Black, Filipino, and Chinese represent 1.1 per cent,
1.1 per cent, and 2.3 per cent of our sample, respectively, while immigrants represent 17.5
per cent of our sample. The average seniority is approximately 8 years, and the average work
Figure 3. Distribution of vacation weeks used minus vacation weeks paid in 2005
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experience is close to 16 years. The average age of employees in the sample is 40 years.
Approximately, 39 per cent of workers have flextime, 29.5 per cent have done some work at
home, 14 per cent have reduced workweek, and 9 per cent a compressed workweek. We also
observe that around 38 per cent of workers have supervisor’s duties, and 28 per cent of
workers are members of unions. Small firms represent 87.4 per cent of the sample, whereas the
percentage of medium firms is approximately 10.8 per cent; the categories large firms and very
large firms represent 1.5 per cent and 0.2 per cent of the sample, respectively. It should be
noted that it is impossible to disclose the minimum and the maximum values because of
Statistics Canada’s confidentiality policy.
Table 2. Weighted descriptive statistics
1999 2005
Variable Mean SD Mean SD
Demographic and human capital characteristics
Women 0.521 0.499 0.522 0.499
Married 0.566 0.495 0.531 0.450
Age 39.637 11.064 40.902 11.902
Number of children aged 0 to 18 0.779 1.040 0.680 0.987
Monoparental 0.127 0.333 0.118 0.323
No activity limitation due to health issues 0.017 0.129 0.022 0.266
Immigrant 0.175 0.380 0.179 0.383
Black 0.011 0.105 0.010 0.102
Filipino 0.011 0.100 0.008 0.098
Chinese 0.023 0.156 0.031 0.174
South/East/West Asian 0.008 0.090 0.012 0.111
North African 0.005 0.073 0.005 0.073
Seniority 8.428 8.192 8.748 8.740
Experience 16.183 10.713 17.569 11.500
Vocational diploma or some college 0.325 0.468 0.271 0.444
Completed college or some university 0.433 0.495 0.462 0.498
Bachelor or higher education completed 0.269 0.443 0.287 0.452
Industrial training or other 0.127 0.333 0.067 0.250
Job and firm characteristics
Work part time 0.201 0.401 0.209 0.406
Work regular hours 0.709 0.453 0.683 0.465
Work from Mondays to Fridays 0.254 0.435 0.780 0.414
Work flexible hours 0.393 0.488 0.366 0.481
Work done at home 0.295 0.456 0.243 0.429
Work on a reduced workweek 0.139 0.346 0.069 0.253
Work on compressed workweek 0.085 0.279 0.080 0.271
Natural logarithm of hourly wage 2.775 0.521 2.936 0.531
Promotion received 0.381 0.485 0.376 0.484
Supervise the work of other employees 0.379 0.480 0.387 0.487
Covered by a collective bargaining agreement 0.280 0.449 0.261 0.439
Workplace size
19 employees and less 0.874 0.331 0.822 0.381
20–99 employees 0.108 0.310 0.155 0.382
100–499 employees 0.015 0.122 0.019 0.138
500 employees and more 0.002 0.047 0.002 0.050
Number of employees 23,540 24,197
Number of workplaces 6,271 6,631
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4. Results and discussion
Our regression analysis first examines the determinants of paid vacation offered and vaca-
tion used. Then, we continue with the relationship between vacation leave and hours worked
and wages.
4.1 Determinants of vacation leave
We examine the determinants of vacation leave controlling for observable characteristics of
worker, job, and workplace to which the worker is linked. Following Altonji and Usui (2007),
we fit the model using ordinary least squares (OLS) estimation for the number of weeks of paid
vacation and the number of weeks of vacation used as the dependent variables that are
reported for the whole year.8 In Table 3, column 1 presents the results for paid vacation
offered, while column 2 presents the results for vacation used. We control for occupation,
industry, year, and region in all specifications.
4.1.1 Demographic and human capital characteristics. The results reveal that there is no
difference between men and women in paid vacation offered. This result is in line with
Maume’s (2006) findings but different from the results of Altonji and Usui (2007), who show
that women earn more paid vacation than men. Evidence from family–friendly work practices
provides similar results (Budd and Mumford, 2006). These authors find no evidence on any
gender gap in the probability of receiving paid vacation in Britain. Indeed, in Canada, the
share of women in managerial positions have increased from 30 per cent in 1987 to 36 per cent
in 2006 (Statistics Canada, 2007),9 reflecting more representation of women in positions that
offer more fringe benefits. Gayle et al. (2012) find that women who become managers earn
more and are promoted faster than men. Drolet (2011) concludes that changes in labor force
composition (women are relatively more educated than men, lower tenure gap with men, and
higher proportion of women in unions than men) and how labor market compensates workers
play a role in explaining the reduction in gender pay gap in Canada. Taken together, this
evidence suggests that labor market conditions may also play a role in narrowing the gender
gap in paid vacation. We also find that women use more their paid vacation. This result is
consistent with previous studies from the USA (Altonji and Usui, 2007; Maume, 2006) and
confirms our expectation. Women in Canada still spend more hours on family responsibilities
(Marshall, 2006), suggesting that women tend to use more their paid vacation, perhaps to
improve family ties in which family-related commitments explain part of this gender gap in
vacation used (Maume, 2006).
We also find that married employees are more likely to have both paid vacation and
vacation used. Altonji and Usui (2007) report similar findings but only for vacation used.
There is evidence from work–family conflict literature that married workers report more
conflict in balancing family and work responsibilities (e.g. Frone et al., 1992). This may
suggest that increased family responsibilities may increase the probability of using more
vacation time. Golden (2001) argues that married workers are more likely to be parents and
are maybe offered informally greater benefits in the workplaces, explaining the higher amount
of paid vacation.
Employee age is found, on the one hand, to be positively correlated with paid vacation in
line with the well-established literature that workers’ compensation preferences change as they
age (Amuedo-Dorantes and Mach, 2003). These authors find that the provisions of nonwages
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Table 3. Ordinary least squares determinants of paid vacation leave and used
Dependent variables: weeks of vacation leave
Paid vacation Vacation used
Explanatory variable (1) (2)
Demographic and human capital characteristics
Women 0.001 0.043***
(0.014) (0.013)
Married 0.043*** 0.122***
(0.016) (0.015)
Age 0.036*** 0.039***
(0.006) (0.004)
Age squared −0.000*** −0.000***
(0.000) (0.000)
Number of children aged 0 to 18 −0.035*** −0.010
(0.007) (0.006)
Monoparental 0.038 0.036
(0.023) (0.022)
No activity limitation due to health issues −0.013 0.099***
(0.026) (0.023)
Immigrant −0.007 −0.076***
(0.018) (0.019)
Black 0.037 −0.031
(0.051) (0.059)
Filipino 0.046 0.079*
(0.047) (0.045)
Chinese −0.031 −0.044
(0.040) (0.042)
South/East/West Asian −0.127 0.015
(0.083) (0.062)
North African −0.064 0.032
(0.076) (0.088)
Seniority 0.058*** 0.051***
(0.002) (0.002)
Seniority squared (/100) −0.000*** −0.001***
(0.000) (0.000)
Experience 0.016*** 0.011***
(0.003) (0.002)
Experience squared (/100) −0.000*** −0.000***
(0.000) (0.000)
Vocational diploma some college 0.045*** 0.034***
(0.013) (0.013)
Completed college or some university 0.046*** 0.030***
(0.013) (0.012)
Bachelor or higher education completed 0.111*** 0.076***
(0.016) (0.015)
Industrial training or other −0.011 −0.019
(0.020) (0.018)
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benefits rise with age. On the other hand, we find that younger workers are less likely to have
vacation used than older workers. Young workers are in general susceptible to poor working
conditions (Cooke, 2007) and focusing more on building career. This may lead them to have
higher organizational commitment and to avoid using all of their paid vacation. Maume
(2006) finds similar results and argues that young people tend to work harder and spend more
time in workplaces when career lives are given more weights than personal lives. Saborowski
et al. (2005) note that younger and successful workers, who have less vacation used, are more
likely to work overtime.
As to the presence of children under 18 years, contrary to our expectations, a negative and
significant association is observed with paid vacation offered. However, the result for vacation
Table 3. Continued
Dependent variables: weeks of vacation leave
Paid vacation Vacation used
Explanatory variable (1) (2)
Job and firm characteristics
Work part time −0.648*** −0.144***
(0.025) (0.020)
Work regular hours 0.166*** 0.045***
(0.019) (0.017)
Work from Mondays to Fridays 0.012 0.047***
(0.020) (0.017)
Work flexible hours −0.014 −0.032***
(0.013) (0.012)
Work done at home 0.054*** −0.070***
(0.016) (0.016)
Work on a reduced workweek −0.049* 0.065***
(0.026) (0.021)
Work on compressed workweek −0.025 0.012
(0.023) (0.020)
Hourly wage (log) 0.036*** 0.023***
(0.002) (0.001)
Promotion received 0.109*** 0.072***
(0.013) (0.013)
Supervise the work of other employees 0.036*** −0.026**
(0.014) (0.013)
Covered by a collective bargaining agreement 0.207*** 0.017
(0.016) (0.015)
Workplace size
20–99 employees 0.132*** 0.036**
(0.017) (0.016)
100–499 employees 0.247*** 0.103***
(0.016) (0.017)
500 employees and more 0.239*** 0.108***
(0.022) (0.019)
Paid vacation — 0.625***
(0.006)
R2 0.610 0.552
Notes: Statistical significance: * 10 per cent; ** 5 per cent; *** 1 per cent. Robust standard errors are in parentheses.
Region (7), industry (14), occupation (6), and year (7) dummies are included in all regressions. The reference
category for firm size is 19 employees and less. The reference category for visible minority workers is white
workers. Observations are equal to 131,883.
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used is negative but not statistically significant. Maume (2006) also finds negative but not
significant results. Similar to the discussions in the literature that fringe benefits are driven from
the employers’ interests (see, for example, the Canadian case in Zeytinoglu et al., 2009 and the
US case in Golden, 2005), our findings could be explained by such evidence that the choice of
providing paid vacation could be weighted more by workplace characteristics or interests.
With regard to the health variable, we find that being healthy is positively correlated with
vacation used. However, this variable is not significant in the case of paid vacation. Altonji
and Usui (2007) find that workers with health problems use less their paid vacation. However,
Maume (2006) does not report any significant results. One might argue that employees with
poor health conditions may take time off for health reasons (disability) and do not use their
vacation time. Also, there may exist some labor regulations that might not allow workers to
use their vacation time for sickness leave. In this case, sick leave may reduce vacation used to
recover from illness (Altonji and Usui, 2007).
The estimated coefficient on immigrant workers is negative and statistically significant only
for vacation used, indicating that immigrants use less their paid vacation, perhaps because they
are attracted to jobs with poor working conditions and are less likely to have family–friendly
jobs (Fang et al., 2009; Golden, 2001). Contrary to our expectations, workers from large visible
minority groups (i.e. Black, Filipino, Chinese, South/East/West Asian, and North African
workers) receive the same amount of paid vacation. These results are in line with those reported
in Maume (2006), who finds that the estimated coefficient on white workers is not significant.
Also, Budd and Mumford (2006) find that the estimated coefficient on the proportion of
workforce of ethnic origin is negative but not statistically significant in the probability of paid
leave being available. In contrast, Altonji and Usui (2007) find that black workers have less paid
vacation and vacation used than white workers. Overall, our results could be explained by the
fact that workers of visible minority groups may be subject to the same conditions as white
workers in Canada. These results can be related to those in Yap et al. (2014), which indicate that
many employee and employer predictors are positively correlated with job satisfaction for both
immigrants and native born. Also, Chowhan et al. (2012) note that it is hard to derive
conclusions about the relationships between nonwage benefits and the pay system for
Canadian-born and ethnic groups workers because of the lack of consistency in the factors
contributing to pay and benefits satisfaction across these two groups of workers.
Similar to the findings for American workers reported by Maume (2006) and Altonji and
Usui (2007), human capital variables reveal that paid and used vacations increase with seniority.
A possible explanation is that one needs to accumulate enough firm-level skills (long job tenure)
before receiving additional fringe benefits (Lipsett and Reesor, 1998). Also, it is reasonable to
expect this outcome if greater seniority is linked with greater job security in which workers are
encouraged to use more vacation time (Maume, 2006). Our results also demonstrate that labor
market experience is related to higher paid and used vacations. This result is different from
Altonji and Usui’s (2007) findings, which point to a weak effect. A possible explanation of paid
vacation rising with experience can be based on some evidence arguing that wages and
nonwages benefits are higher for experienced workers than unexperienced ones (e.g. Haegeland
and Klette, 1999), where wages may exceed productivity for workers with longer experience
(Salop and Salop, 1976). With regard to the level of education, we find that categories such as
‘Completed college or some university’ and ‘Bachelor or higher education completed’ generate
a positive and significant result. Indeed, it is logical to believe that positions requiring a higher
level of education are likely to include more paid vacation time. These results are in line with the
existing evidence on paid vacation leave (Altonji and Usui, 2007; Maume, 2006) indicating that
the higher the level of education is, the more employees use and enjoy paid vacation.
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4.1.2 Job and firm characteristics. We first start by looking into the variables related to
nonstandard work and ‘flexible’ work arrangements. As expected, the results show that
part-time workers have less paid vacation offered and vacation used. Conversely, the results
show that workers with regular work schedules have more paid vacation and vacations used.
These findings are in line with some other studies (e.g. Zeytinoglu and Cooke, 2005;
Zeytinoglu et al., 2010) showing that a sizeable proportion of Canadian workers on part-time
jobs receive fewer benefits than regular full-time workers. A possible explanation of the
negative relationship between part-time status and vacation used is that part-time workers
report having less stress than full-time workers (Marshall, 2001), suggesting more free time for
part-time workers and perhaps less incentive to use more vacation time.
Results also show that flexible work arrangement is negatively correlated with vacation
used. It appears that flextime employees are less restricted by a lack of time and enjoy more
free time and perhaps they do not need to use more vacation leave. This result is supported by
Golden’s (2001) argument that having flexibility in working time may lead workers to forgo
leisure time. The same pattern appears to work at home arrangement as well, i.e. working at
home has a negative and significant association with vacation used. Evans (2002) argues that
the provision of family–friendly arrangements such as working at home may lead to a greater
mutual commitment between employers and employees. Eldridge and Pabilonia (2007) show
that workers who bring work home have longer hours, suggesting that these employees spend
more time in their work tasks which may reduce the use of vacation time.
Nonetheless, it is unsurprising that reduced workweek is negatively correlated with paid
vacation but positively related to vacation used. Golden (2011), reviewing a wide range of
evidence on working time and productivity, suggests that reduced ‘workload’ arrangements
also involves a commensurate pay reduction. This may lead workers with reduced working
time to receive fewer benefits. He also notes that policies inducing a reduction of working time
may take the form of shortened standard workweeks and the ability to increase the use of
various forms of annual leave times.
Our results underscore that being promoted and holding supervisory position are positively
correlated with the amount of paid vacation, in accordance with some existing evidence
(Maume, 2006). It seems that receiving higher paid vacation is positively linked to tasks
requiring more responsibilities. This result confirms our expectations in which workers pro-
moted and supervisor workers are often overburdened by additional responsibilities, leading
firms to offer them more fringe benefits (Kosteas, 2011; Lowen and Sicilian, 2008). Turning to
the amount of vacation used, we find that supervisors use less their vacation times as means
for more work commitment (Maume, 2006). Interestingly, being promoted is positively cor-
related with vacation. This result may suggest that workers who realize they are going to win
a promotion may increase work effort (Kosteas, 2011), which may possibly lead them to
maximize the need for leisure time by using more their paid vacation.
Collective agreement coverage and paid vacation were found to be positively correlated.
This is consistent with previous findings in the literature form the USA and Europe (UK) that
the unionization increases the probability of receiving benefits (Altonji and Usui, 2007; Green,
1997; Green and Potepan, 1988). By the same token, firm size is found to be an important
determinant of vacation leave. The results show that categories (20–99 employees, 100–499
employees, and 500 employees or more) are positive and significant compared with smaller
firms (fewer than 20 employees). On the one hand, large firms are more likely to have formal
human resource management and fringe benefits than smaller ones (Evans, 2002; Zeytinoglu
and Cooke, 2005). Thus, one can assume that larger firms meet vacation entitlement provi-
sions more than smaller firms (Maume, 2006). On the other hand, small firms may have more
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difficulty in organizing work and filling vacant positions during employee vacations. This may
prevent employees using all their vacation leave in small firms compared with large firms.
Finally, our model controls for paid vacation among the independent variables when we
examine the determinants of vacation used. It is presumed that employees will use more
vacation days when their paid vacation entitlement is higher. Economic theory predicts that
leisure time increases with extra weeks of paid vacation (Aguiar and Hurst, 2007; Alesina
et al., 2005). That is, the amount of vacation used depends on how many vacation times a
worker received. The results show that the amount of paid vacation offered is positively
related to vacation used. The estimated coefficient on paid vacation is equal to 0.625. A
comparison between this result and that of Altonji and Usui (2007) shows a difference in the
magnitude of the coefficients. According to Altonji and Usui (2007), an additional paid
vacation week implies an increase of approximately one used vacation week. However, our
results indicate that an extra paid vacation week implies an increase of less than a week of
vacation used. A possible explanation of this difference is that in some Canadian provinces,
employees may prefer to waive their vacation for a specified year and receive payment instead
of leave.10 This compensation is considered as additional income related to not using all one’s
vacation days.
4.2 Vacation leave and relationships with hours worked and wages
Table 4 presents the results of the relationship between vacation used and hours worked.
We fit the model using OLS following Altonji and Usui (2007). Each column in the table
identifies the dependent variable and refers to a separate regression. The row headings identify
the controls used in the model. It is important to note that the definition of annual hours
worked in the Canadian WES used in this paper is different from the US dataset used in
Altonji and Usui (2007). Our dataset asked employees about their annual hours worked at the
main job. However, Altonji and Usui (2007) used individual data, which made the distinction
between annual hours worked on the main job and other jobs. In this restriction, we only
compare hours worked on the main job between Canada and the USA.
Table 4. The relationship between hours worked and vacation weeks used
Dependent variables
Hours worked Overtime Maximum hours Annual hours
per week hours worked per week worked
Control variables (1) (2) (3) (4)
Ordinary least squares
1. None −0.809*** 0.006 −1.288*** −42.087***
(0.058) (0.011) (0.081) (3.034)
2. Demographic variables −0.736*** −0.007 −1.194*** −38.298***
(0.061) (0.013) (0.090) (3.214)
3. Job and firm variables −0.613*** −0.044*** −0.923*** −31.906***
(0.061) (0.013) (0.084) (3.207)
4. Full model −0.558*** −0.029*** −0.861*** −29.028***
(0.064) (0.013) (0.091) (3.334)
Notes: Statistical significance: * 10 per cent; ** 5 per cent; *** 1 per cent. Robust standard errors are in parentheses.
The equations include the same demographic, job, and firm controls used in Table 3. Region (7), industry (14),
occupation (6), and year (7) dummies are included in all regressions. Observations are equal to 131,883.
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Our results show that an extra week of vacation used leads to a decrease of approximately
42.087 (column 4, row 1) in annual hours worked when all controls are excluded from the
model in line with results found in Altonji and Usui (2007), i.e. the average number of annual
hours worked is reduced by more than a week of work. However, when we run the full
specification that extends the Altonji and Usui’s (2007) model by adding job and firm char-
acteristics, we find that an extra week of vacation used reduces the annual hours worked by
only 29.028 hours (column 4, row 4). Thus, the results of the full model indicate that even
though vacation used is strongly correlated with hours worked, this relationship is not
one-to-one indicating that workers offset vacation used by working longer hours. Looking at
the other dependent variables used as measures for work hours, i.e. hours worked per week in
column 1, overtime hours in column 2, and maximum hours worked per week in column 3, we
find that a similar discrepancy exists throughout the relationship between vacation used and
different measures of work hours. Overall, the results confirm the negative relationship
between working hours and the amount of vacation used even though the relationship
between overtime hours and vacation used is weak. For example, an extra week of vacation
used is associated with a reduction by 0.558 hours worked per week in the full model (column
1, row 4). We also observe the same trend when comparing these other measures of work
hours with those found in Altonji and Usui (2007): the coefficients are smaller when we run the
full model including the additional job and firm characteristics.
Taken together, these results point out to the role of job and firm factors in understanding
the distribution of time between work and leisure chores. More importantly, our results
support the hypothesis that pressure at work may lead employees to use more vacation days,
but also causes them to work for longer hours. This is in line with Wooden and Warren’s
(2008) argument that working long hours should increase the need and desire to use more the
paid vacation. It is argued that workers may tend to work additional and longer hours without
being directly rewarded with additional days of paid vacation leave as an investment in their
human capital and career or to show a better work commitment. This leads to a higher
work-related stress and to use more their paid vacation (Saborowski et al., 2005). Bell and
Freeman (2001) note that workers choose to work harder and longer hours to improve their
promotion and employment position in the future leading to increase the current effort and
work pressure.
In Table 5, we present the estimates of the relationship between paid vacation and hours
worked. In addition to the OLS regression, we use the two-stage least squares regression
(2SLS) that takes seniority as an instrument following Altonji and Usui (2007). The results
show that an extra week of paid vacation is associated with a reduction in hours worked in the
baseline and full models. The results with OLS model shows that an extra week of paid
vacation reduces the annual hours worked by 38.118 hours (column 4, row 4) when we run the
full model. In a comparison with Altonji and Usui’s (2007) OLS model, the results on paid
vacation are different (they find a reduction of 4.972 hours on the main job). However, when
we run the 2SLS model, we find that the relation is more negative, i.e. a reduction by 77.115
hours, and very close to those of Altonji and Usui (2007) (they find a reduction of 81.139
hours). Looking at the other dimensions of work hours, i.e. hours worked per week in column
1, overtime hours in column 2, and maximum hours worked per week in column 3, we find a
similar trend in the results. For example, when all controls are excluded (column 1, row 1), we
find that an extra week of paid vacation is associated with a reduction by 0.956 and 1.130
hours worked per week in the OLS and 2SLS models, respectively. However, when running
the full set of control variables (column 1, row 4), the results show that an extra week of paid
vacation is associated with a reduction by 0.733 and 1.482 hours worked per week in the OLS
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and 2SLS models, respectively. These results are generally more pronounced for Canada than
for the USA. Indeed, Altonji and Usui (2007) find that there is no offset or even a small
reduction when using the other measures of work hours. Overall, these results confirm the role
of paid vacation leave in determining and regulating working hours (Altonji and Usui, 2007).
Even though labor legislations regarding paid vacation are different in Canada and the USA,
paid vacation days are set either by law or by firms provide similar restrictions on hours worked.
Finally, in Table 6, we report separate results for the relationship between vacation leave
and hourly wages. Each column in the table identifies the controls used in the regression
models. The results of the wage equation show a positive association between paid vacation
and hourly wages as well as for vacation used in line with our expectations and consistent with
evidence reported by Altonji and Usui (2007). In the case of used vacation weeks, the
coefficient estimated goes from 0.494 when we exclude all controls to 0.255 in the full model.
Turning to paid vacation weeks, the coefficient is equal to 0.550 in the initial model and 0.248
in the full model. This indicates that receiving more paid vacation time as a fringe benefit
implies a higher salary. The results of the model with a set of dichotomous variables, indicat-
ing the number of paid vacation weeks, are negative and statistically significant for the
category ‘0 and 1 week of paid vacation’. However, the relationship between paid vacation
and hourly wages is positive for the 3-week category, and it increases substantially with
additional weeks through with the 5 to 6-week category. Notice that the 2-week category of
paid vacation is the category of reference. It appears that jobs offering less paid vacation time
provide lower wages. A possible explanation of these positive relationships is the firms’
Table 5. The relationship between hours worked and paid vacation weeks
Dependent variables
Hours worked Overtime Maximum hours Annual hours
per week hours worked per week worked
Control variables (1) (2) (3) (4)
Ordinary least squares
1. None −0.956*** 0.059*** −1.556*** −49.736***
(0.067) (0.011) (0.099) (3.534)
2. Demographic variables −0.911*** 0.050*** −1.504*** −47.390***
(0.073) (0.013) (0.115) (3.816)
3. Job and firm variables −0.766*** −0.013 −1.165*** −39.881***
(0.073) (0.013) (0.107) (3.802)
4. Full model −0.733*** 0.009 −1.136*** −38.118***
(0.076) (0.014) (0.119) (3.998)
Two-stage least squares
1. None −1.130*** 0.014 −1.543*** −58.767***
(0.156) (0.031) (0.233) (8.121)
2. Demographic variables −1.419*** 0.058 −1.677*** −73.812***
(0.209) (0.041) (0.333) (10.876)
3. Job and firm variables −0.965*** −0.173*** −1.251*** −50.206***
(0.192) (0.042) (0.260) (10.029)
4. Full model −1.482*** −0.156*** −1.754*** −77.115***
(0.250) (0.054) (0.355) (13.039)
Notes: Statistical significance: * 10 per cent; ** 5 per cent; *** 1 per cent. Robust standard errors are in parentheses.
The equations include the same demographic, job, and firm controls used in Table 3. Region (7), industry (14),
occupation (6), and year (7) dummies are included in all regressions. Observations are equal to 131,883.
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heterogeneity in the value of employee–employer matching process: some of the firms offer
better wages and nonwages benefits to attract employees on the job market or to reduce
turnover rate (Bloom et al., 2011; Perry-Smith and Blum, 2001) that best balance workers and
firms preferences for paid vacation (Altonji and Usui, 2007).
5. Conclusion
This paper provides new evidence on the determinants of vacation leave and its relationship
to hours worked and wages using Canadian linked employer–employee data that allow to
control for detailed demographic, worker, job, and firm characteristics. The results of this
paper provide directions to policy makers since many employees do not use all the vacation
leave to which they are entitled annually. This is particularly important since working Cana-
dians wasted around $7.5 billion in unused vacation days in 2009.11
The results show that human capital factors are important determinants of paid vacation
leave. Specifically, we find that seniority is positively correlated with paid vacation and
vacation used, i.e. the more stable employment is the more the paid vacation is used, in line
with the US evidence. Interestingly, our results show that labor market experience is related to
higher paid and used vacations. This result is different indeed from Altonji and Usui’s (2007)
findings, which show a weak relationship. A possible explanation of paid vacation rising with
experience can be based on some evidence arguing that experienced workers may have higher
productivity than less experienced workers leading to higher wages and nonwage benefits.
Table 6. Ordinary least squares regressions of the relationship between wage and paid and
used vacation leave
Dependent variable: log wage
None Demographic variables Job and firm variables Full model
(1) (2) (3) (4)
Vacation used 0.494*** 0.378*** 0.319*** 0.255***
(0.013) (0.014) (0.012) (0.013)
Paid vacation 0.550*** 0.418*** 0.324*** 0.248***
(0.014) (0.015) (0.014) (0.015)
VP = 0 −0.677*** −0.572*** −0.114* −0.124*
(0.065) (0.064) (0.061) (0.061)
VP = 1 −0.405*** −0.354*** −0.024 −0.039
(0.100) (0.097) (0.095) (0.093)
VP = 3 1.162*** 0.929*** 0.856*** 0.711***
(0.051) (0.052) (0.049) (0.050)
VP = 4 1.486*** 1.077*** 1.141*** 0.853***
(0.074) (0.078) (0.069) (0.073)
VP = 5 1.379*** 0.906*** 0.945*** 0.612***
(0.085) (0.092) (0.078) (0.086)
VP = 6+ 2.583*** 1.937*** 2.040*** 1.646***
(0.125) (0.124) (0.114) (0.115)
Notes: Statistical significance: * 10 per cent; ** 5 per cent; *** 1 per cent. Robust standard errors are in parentheses.
Paid vacation (VP) are dummy variables for each number of weeks of VP, with VP = 2 weeks as the reference
category. The equations include the same demographic, job, and firm controls used in Table 3. Region (7),
industry (14), occupation (6), and year (7) dummies are included in all regressions. Observations are equal to
131,883.
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On the work arrangements, the results show that part-time workers have less paid vacation
and vacation used in line with some Canadian evidence suggesting that a sizeable proportion
of workers on part-time jobs receive fewer benefits. Results also show that flexibility in
working time is negatively correlated with vacation used. It is argued that flexibility may lead
workers to forgo leisure time, resulting in longer working hours. The same pattern appears for
work done at home, i.e. working at home has a negative and significant association with
vacation used. Indeed, working at home may lead to a greater mutual commitment between
employers and employees, resulting in spending more time in work-related tasks.
In terms of the relations to hours worked, the results emphasize that an extra week of
vacation used leads to a decrease in annual hours worked by more than a week of work in line
with results found in Altonji and Usui’s (2007) paper. However, when we run the full speci-
fication that extends the Altonji and Usui’s (2007) model by adding job and firm character-
istics, we find that an extra week of vacation used reduces the annual hours worked by less
than a week of work indicating that workers offset vacation used by working longer hours.
Our results provide supporting evidence to the hypothesis that pressure at work may lead
employees to use more vacation days, but also causes them to work for longer hours, perhaps
as a way to invest in their human capital and career or to improve their promotion and
employment position in the future.
Our results also indicate that hourly wage rates vary positively with both paid vacation and
vacation used in line with results reported by Altonji and Usui (2007). This leads us to believe
that receiving more paid vacation in terms of fringe benefits is an indication of higher wages.
A possible explanation is that the heterogeneity of firms implies that some of them adopt a
high level of wages and fringe benefits to attract and keep workers or to reduce turnover rate.
Finally, it would be of interest for future research to provide additional evidence and trends
on the use of vacation leave. For example, one may truncate the distribution of vacation used
in several categories (i.e. 0–7 days of vacation used, 8–14 days, 15–21 days, etc.) in order to see
if the determinants of vacation used differ depending on changes in the amount of paid
vacation offered. This may show how individuals use vacation days when paid vacation
policies change and could be important for decision makers aiming to improve the design of
adequate leaves policies.
Notes
1 By ‘paid vacation’ we mean the vacation leave to which the employee is entitled in a year, and by
‘vacation used’ we mean the vacation leave that is actually used.
2 Two provinces, Quebec and New Brunswick, afford prorated vacation time to employees who have
completed less than 1 year of service with their employer. For example, in Quebec, those employees are
entitled to 1 day of vacation per month of uninterrupted service during the reference year (up to 10 days)
(Source: Human Resources and Skills Development Canada, 2006).
3 Indeed, paid vacation, vacation used, hours worked, and wages may be viewed to be all jointly
determined by the employer, employee, or both (also in equilibrium).
4 This is a micro-database with restricted on-site access.
5 This high percentage is due to the category of employees with less than a year of service with the
employer.
6 Recent evidence shows that the percent of American workers in private sector receiving paid
vacation has declined from 82 per cent in 1992 to 77 per cent in 2012 (Van Giezen, 2013).
7 On the one hand, workers who took more vacation than they were paid for had most probably
carried them forward in previous years and were finally using them or they may buy additional vacation
days in workplaces permitting this practice (Altonji and Usui, 2007). On the other hand, workers who
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use less vacation time than their paid vacation may prefer to carry forward a portion of their vacation
days to the following year or relinquish their right to use their vacation in firms that permitted this
practice.
8 The use of a linear model could be justified by Chernozhukov et al.’s (2009) model in which they
show that the average partial effects of explanatory variables on the conditional means are not generally
identified in nonlinear panel models and the bounds tend to be tight with the number of time periods.
9 Source: Statistics Canada (2007), Women in Canada: Work Chapter Updates.
10 Source: Canada — working time — 2012 (Conditions of Work and Employment Programme, ILO).
11 This number is derived from the estimated amount of the total number of unused vacation days for
all workers, which is equal to around 34 million of unused vacation days (Vanier Institute, 2012), and the
average hourly wage which is equal $21.97 (Statistics Canada, 2009).
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